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SUBJECT: REVISED ENERGY PAPER POR SUMMIT 

POLLOWING IS REVISED ENERGY PAPER POR SUMMIT. BERGOLD 
HAS REVIEWED AND APPROVED IT HERE. 

BEGIN TEXT 
I. PURPOSE 

OUR BASIC ENERGY OBJECTIVES AT THE SUMMIT ARE: 

-ENDORSEMENT OF THE NEW U.S. ENERGY PROPOSALS, ESPE- 
CIALLY OUR AIM TO CUT OIL IMPORTS, AS A MAJOR CONTRIBU- 
TION TO OUR COMMON GOAL OP A BETTER WORLD ENERGY BALANCE; 
-COMMITMENT BY THE OTHER INDUSTRIALIZED ENERGY CONSUMING 
COUNTRIES TO MAKE THE MAXIMUM POSSIBLE CONTRIBUTION TO 
THE CREATION OP A STABLE BALANCE OP ENERGY SUPPLY AND 
DEMAND BY LIMITING THE GROWTH OP THEIR DEPENDENCE ON 
IMPORTED OIL; AND 

-COMMITMENTS IN PRINCIPLE TO A MAJOR EXPANSION OF JOINT 
ENERGY R & D PROGRAMS (E.G., COAL, NUCLEAR, AND 
CONPIDENTIAL 
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CONSERVATION). 

IT ATTITUDES OP OTHER SUMMIT PARTICIPANTS 

THE SUMMIT BRINGS TOGETHER THE MAJOR ENERGY CONSUMING 
COUNTRIES - THE SIX KEY MEMBERS OP THE INTERNATIONAL 
ENERGY AGENCY (lEA) PLUS FRANCE. THE OTHER SUMMIT COUN- 
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TRIES HAVE DONE MARGINALLY BETTER THAN THE U.S. OVER THE 
LAST EEW YEARS IN STRENGTHENING THEIR NATIONAL ENERGY 
PROGRAMS. HOWEVER, THEY ALL CAN AND SHOULD DO MUCH 
BETTER; NONE OF THEM CAN MATCH THE SCOPE AND POTENTIAL 
IMPACT OF THE NEW U.S. PROGRAM. WITH THE EXCEPTION OF 
THE UK AND CANADA, THEY ARE ALL EVEN MORE HEAVILY DE- 
PENDENT ON IMPORTED OIL THAN THE U.S. AND THUS MORE VUL- 
NERABLE TO SUPPLY DISRUPTIONS AND PRICE INCREASES. 

GERMANY: SCHMIDT IS SENSITIVE TO THE GLOBAL POLITICAL/ 
ECONOMIC DIMENSIONS OF THE ENERGY CRISIS. HE IS CONCERN- 
ED OVER GROWING POLITICAL MALAISE IN INDUSTRIALIZED COUN- 
TRIES OVER THE FAILURE TILL NOW OF GOVERNMENTS TO REGAIN 
ANY CONTROL OVER NATIONAL ENERGY DESTINIES. GERMANY'S 
OWN ENERGY PROGRAM CAN BE STRENGTHENED GREATLY THROUGH 
MANDATORY CONSERVATION AND FUEL-SWITCHING PROGRAMS. 

FRANCE: UNDER GISCARD, THE FRENCH GOVERNMENT, WHICH PRE- 
VIOUSLY TRIED TO PURSUE A BILATERAL POLICY VIS-A-VIS KEY 
PRODUCERS, IS MORE FAVORABLY INCLINED TOWARD INDUSTRIAL- 
IZED COUNTRY COOPERATION THAN WAS THE CASE UNDER POMPI- 
DOU. BUT GIVEN GISCARD'S POLITICAL DIFFICULTIES HE WILL 
BE UNWILLING TO EXPOSE HIMSELF TO CRITICISM FROM EITHER 
THE LEFT OR THE GAULLISTS BY ASSOCIATING FRANCE FORMAL- 
LY WITH THE lEA. ON THE OTHER HAND, THESE GRAVE POLITI- 
CAL DIFFICULTIES DICTATE THAT GISCARD SHOW SOME PROGRESS 
IN COMING TO GRIPS WITH THE ENERGY PROBLEMS WHICH HAVE 
IMPACTED SO SERIOUSLY ON THE FRENCH ECONOMY. 
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ITALY: THE COUNTRY'S PROFOUND ECONOMIC REVERSALS ARE AT- 
TRIBUTABLE IN VERY LARGE PART TO INCREASES IN OIL PRICES. 

THE CHRISTIAN DEMOCRATS HAVE PLACED THEIR POLITICAL AND 
ECONOMIC HOPES ON THE SUCCESS OF A MASSIVE NUCLEAR PRO- 
GRAM FOR WHICH ITALY IS GOING TO REQUIRE MAJOR AMOUNTS OF 
FOREIGN TECHNOLOGY AND CAPITAL. 

UK: NORTH SEA OIL AND GAS GIVES THE UK THE PROSPECT OF 
ENERGY SELF-SUFFICIENCY AND, WITH PROPER MANAGEMENT, TURN 
AROUND IN ITS BALANCE OF PAYMENTS BY 1980. DISPUTES 
BETWEEN THE UK AND THE REST OF THE EC OVER CONTROL OF AND 
ACCESS TO NORTH SEA RESOURCES ARE THE PRINCIPLE OBSTACLE 
TO THE FORMATION OF AN EFFECTIVE COMMUNITY ENERGY POLICY. 

JAPAN: THE MOST DEPENDENT OF ALL THE INDUSTRIALIZED 
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COUNTRIES ON IMPORTED OIL, THE JAPANESE HAVE BECOME IN- 
CREASINGLY COMMITTED TO CONSUMER COUNTRY COOPERATION 
AND THE lEA; THE DECISION TO JOIN THE lEA AND ADHERE TO 
THE EMERGENCY OIL SHARING PROGRAM REPRESENTED A MAJOR PO- 
LITICAL COMMITMENT BY THE JAPANESE GOVERNMENT. JAPAN 
CONTINUES TO VIEW ITS DOMESTIC ENERGY POLICIES AS SUBOR- 
DINATE TO OVERALL ECONOMIC POLICIES. THE CURRENT JAPAN- 
ESE ENERGY POLICY ENVISIONS VIRTUALLY NO REDUCTION IN THE 
RATIO OF GROWTH OF ENERGY CONSUMPTION TO THE GROWTH OF 
GNP. 

CANADA: THE CANADIANS ARE SEEKING TO REVERSE THE RECENT 
TREND OF RISING DEPENDENCE ON IMPORTED OIL. BUT THEIR 
POTENTIAL OIL AND GAS RESOURCES TEND TO BE HIGH COST, AND 
CANADA'S CONSERVATION PROGRAM NEEDS STRENGTHENING. CANADA 
IS OF COURSE PARTICULARLY SENSITIVE ABOUT ITS RELATION- 
SHIP WITH THE U.S., IN ENERGY AS ELSEWHERE. 

III. TALKING POINTS 

-IN THE ABSENCE OF GREATLY INCREASED ENERGY CONSERVA- 
TION, PROJECTED WORLD DEMAND FOR OIL WILL APPROACH PRO- 
DUCTIVE CAPACITY BY THE EARLY I980'S AND SUBSTANTIALLY 
EXCEED CAPACITY BY 1985; IN THESE CIRCUMSTANCES, 

PRICES WILL RISE SHARPLY TO RATION AVAILABLE SUPPLIES NO 
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MATTER WHAT SAUDI ARABIA DOES. 

-ALTHOUGH OUR EORECAST OF OIL DEMAND BROADLY RESEMBLES 
OTHER OFFICIAL AND PRIVATE FORECASTS WE ARE MORE PESSI- 
MISTIC ABOUT THE IMPLICATION; OUR PESSIMISM IS LARGELY 
BASED ON (A) THE ESTIMATE THAT THE USSR WILL CHANGE FROM 
AN EXPORTER TO A SUBSTANTIAL IMPORTER OF OIL, AND (B) 

OUR EXAMINATION OF THE ACTUAL SUPPLY CAPACITY OF OPEC 
(ESPECIALLY SAUDI ARABIA) AND NON-OPEC COUNTRIES. 

-THE U.S. HAS JUST ANNOUNCED A NEW DOMESTIC ENERGY PRO- 
GRAM; HIGHEST PRIORITY IS GIVEN TO OBTAINING PUBLIC AND 
CONGRESSIONAL SUPPORT FOR THIS PROGRAM. THE PROGRAM AS 
IT IS IMPLEMENTED WILL BRING ABOUT A MAJOR REDUCTION IN 
U.S. OIL IMPORTS OVER THE NEXT DECADE. 

-REDUCTION OF U.S. IMPORTS WILL NOT BY ITSELF BRING 
ABOUT THE MORE STABLE BALANCE OF WORLD ENERGY SUPPLY AND 
DEMAND WE ALL SEEK. OTHER INDUSTRIALIZED COUNTRIES MUST 
TAKE EQUIVALENT ACTION ON ENERGY CONSERVATION AND THE 
DEVELOPMENT OF NEW ENERGY TO LIMIT THEIR REQUIREMENTS FOR 
OPEC OIL. 

-WORKING AMONG OURSELVES AND WITH THE PRODUCERS, WE 
SHOULD INTENSIFY OUR EFFORTS MULTILATERALLY AND BILATER- 
ALLY OVER THE NEXT SEVERAL MONTHS TO REINFORCE OUR NA- 
TIONAL ENERGY EFFORTS AND TO ENSURE THAT THE TOTAL OF 
THESE EFFORTS WILL BE SUFFICIENT TO BRING ABOUT A STRUC- 
TURE OF ENERGY SUPPLY AND DEMAND COMPATIBLE WITH OUR 
ECONOMIC AND POLITICAL INTERESTS. 

-WE SHOULD ALSO PURSUE A MAJOR INCREASE IN ENERGY R & D 
COOPERATION FOCUSED ON CONSERVATION, IMPROVED COAL 
COMBUSION AND CONVERSION TECHNOLOGIES, AND MEASURES TO 
ENSURE THE SAFE EXPANSION OF NUCLEAR ENERGY. WE ARE 
PREPARED TO BEGIN PROMPTLY WORK ON THE FORMULATION OF 
JOINT PROJECTS, INCLUDING "CROSS INVESTMENT" IN EACH 
OTHERS NATIONAL R & D PROGRAMS AND IN DEMONSTRATION AND 
COMMERCIALIZATION OF NEW TECHNOLOGIES. 

ANNEX 

CONFIDENTIAL 
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BACKGROUND 

THE ENERGY PROBLEMS FACED BY MOST OTHER NATIONS ARE EVEN 
MORE CRITICAL THAN THE SERIOUS PROBLEMS CONFRONTING THE 
U.S. THE POLITICAL VITALITY AND COHENSION OF THE INDUS- 
TRIAL DEMOCRACIES IS THREATENED BY EXCESSIVE DEPENDENCE 
ON OPEC OIL, VULNERABILITY TO SUPPLY DESCRIPTION AND UNI- 
LATERAL OPEC PRICE INCREASES, PERSISTENT FINANCIAL IM- 
BALANCES, AND A GENERAL WEAKENING OF THEIR ECONOMIES AND 
INVESTOR CONFIDENCE. THE MASSIVE OIL PRICE INCREASES 
SINCE 1973 HAVE IMPACTED EVEN MORE HEAVILY ON THOSE DE- 
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VELOPING COUNTRIES THAT LACK DOMESTIC OIL SUPPLIES. THEIR 
SCOPE EOR CONSERVATION IS LIMITED, AND AS INCREASING 
AMOUNTS OE SCARCE EOREIGN EXCHANGE MUST BE SPENT FOR ES- 
SENTIAL OIL IMPORTS, OTHER DEVELOPMENT NEEDS SUFEER. 

THE MEDIUM-TERM WORLD ENERGY OUTLOOK, BASED ON CURRENT 
TRENDS OE CONSUMPTION AND PRODUCTION, IS ALARMING. RECENT 
STUDISES CONEIRM THAT WORLD DEMAND EOR OIL COULD SIG- 
NIEICANTLY EXCEED AVAILABLE SUPPLIES BY THE EARLY OR MID 
I980'S, EVEN ASSUMING MAJOR INCREASES IN SAUDI ARABIAN 
PRODUCTION. SUCH A MARKET SITUATION WOULD ALMOST CER- 
TAINLY LEAD TO ANOTHER ROUND OE SHARP PRICE INCREASES, 
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SERIOUS DECLINES IN ECONOMIC GROWTH AND RISING UNEMPLOY- 
MENT. THE POLITICAL RAMIPICATIONS OF SUCH A DETERIORA- 
TION ARE CLEAR. THERE WOULD BE MAJOR STRAIN ON DEMOCRA- 
TIC INSTITUTIONS IN THE INDUSTRIALIZED ECONOMIES, EROSION 
OP WESTERN SECURITY ALLIANCES, AND THREAT OP SERIOUS 
INSTABILITY IN THE THIRD WORLD. 

WE WANT TO USE THE SUMMIT TO GIVE HIGH-LEVEL MOMENTUM TO 
A GLOBAL STRATEGY TO REVERSE THESE TRENDS. THIS GLOBAL 
APPROACH SHOULD CONSIST OP THREE HIGHLY INTERRELATED 
ELEMENTS: 

1. INDUSTRIALIZED COUNTRY ACTION. THE INDUSTRIALIZED 
COUNTRIES, CONSUMERS OP THE GREAT BULK OP WORLD ENERGY, 
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MUST BEAR PRIMARY RESPONSIBILITY EOR THE CREATION OF A 
MORE STABLE GLOBAL BALANCE OE ENERGY SUPPLY AND DEMAND BY 
LIMITING, AND IN SOME CASES - SUCH AS THAT OE THE U.S. 

- REDUCING, THEIR DEPENDENCE ON OPEC OIL. 

2. STRENGTHENED BILATERAL AND MULTILATERAL TIES WITH KEY 
OPEC COUNTRIES. WE MUST SMOOTH THE INTEGRATION OE THESE 
NEWLY IMPORTANT ECONOMIC POWERS INTO THE WESTERN TRADING 
AND FINANCIAL SYSTEMS. WORKING BOTH THROUGH BILATERAL 
RELATIONSHIPS AND MULTILATERAL EORUMS SUCH AS THE CONEER- 
ENCE ON INTERNATIONAL ECONOMIC COOPERATION (CIEC), WE 
CONEIDENTIAL 
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WANT TO INCREASE THE PERCEPTION OP SAUDI ARABIA, IRAN, 
VENEZUELA, AND OTH-RS OP THEIR DIRECT STAKE IN THE ECO- 
NOMIC AND POLITICAL WELL-BEING OP THE INDUSTRIALIZED 
COUNTRIES AND THEIR NEED TO TAKE ACCOUNT OP THEIR NEW 
RESPONSIBILITIES EOR THE WELL-BEING OP THE WORLD ECONOMY 
IN THEIR OIL PRICING AND PRODUCTION POLICIES. 

3. ASSISTANCE TO NON-OIL EXPORTING DEVELOPING COUNTRIES. 

WE ARE LOOKING EOR EPPECTIVE WAYS TO ASSIST THESE COUN- 
TRIES IN OPP-SETTING THE IMPACT OP THE WORLD ENERGY CRI- 
SIS. IN THE CIEC, WE ARE EXPLORING POSSIBLE INITIATIVES 

TO PACILITATE THEIR ACCESS TO APPROPRIATE ENERGY TECHNO- 
LOGY AND PLANNING AND, THROUGH EXPANSION OF IBRD ACTIVI- 
TY, TO ASSIST THEM IN ATTRACTING THE PRIVATE AND PUBLIC 
CAPITAL NEEDED TO DEVELOP THEIR INDIGENOUS ENERGY 
RESOURCES. 

NEW U.S. ENERGY PROGRAM: 

THE NEW U.S. ENERGY PROGRAM SERVES AS AN EXAMPLE TO 
OTHERS AND A BASIS FOR U.S. LEADERSHIP IN THE OVERALL 
REDUCED IMPORT DEPENDENCE EPFORT. THE U.S. IS THE LARG- 
EST ENERGY CONSUMER, LARGEST OIL IMPORTER, AND THE LARG- 
EST ENERGY PRODUCER AMONG THE INDUSTRIALIZED COUNTRIES. 

THE U.S. CAN AND WILL MAKE A SIGNIPICANT REDUCTION IN 
OIL IMPORTS UNDER THE NEW ENERGY PLAN. MOST OF THE OTHER 
INDUSTRIAL NATIONS, SO MUCH MORE HEAVILY DEPENDENT ON OIL 
IMPORTS, CANNOT REDUCE THEIR IMPORTS PROM CURRENT LEVELS, 
BUT THEY CAN MAKE A MAJOR CONTRIBUTION BY RESTRAINING THE 
LEVELS OP IMPORT GROWTH. THE EPPECTIVENESS OP U.S. 

EPPORTS TO CREATE A MORE STABLE WORLD ENERGY STRUCTURE BY 
REDUCING OUR OIL IMPORTS WILL BE UNDERCUT IP THE EURO- 
PEANS AND JAPANESE ALLOW THEIR REQUIREMENTS FOR OPEC OIL 
TO CONTINUE TO RISE UNCHECKED. 

THE NEW U.S. ENERGY PROGRAM, WITH ITS EMPHASIS ON CON- 
SERVATION AND INCREASED COAL UTILIZATION, PUTS US IN A 
CONEIDENTIAL 
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STRONG POSITION TO ARGUE FORCEPULLY POR SIMILAR STRESS 
IN THE ENERGY PROGRAMS OP OTHER SUMMIT PARTICIPANTS. IN 
PARTICULAR, WE WISH TO ENCOURAGE THE EUROPEANS AND JAPAN- 
ESE TO SHIPT PROM INCREASING DEPENDENCE ON OIL TOWARD 
GREATER USE OP COAL AND LIGHT WATER REACTORS POR ELECTRI- 
CITY GENERATION, AND POR DIRECT USE IN INDUSTRY. THERE 
IS CONSIDERABLE SCOPE POR INCREASED COAL UTILIZATION IN 
INDUSTRIALIZED COUNTRIES. THE SUBSTITUTION OF COAL FOR 
OIL WOULD BE ENCOURAGED BY COOPERATIVE R & D IN THE COAL 
AREA (SEE BELOW). THE SUMMIT COMMUNIQUE SHOULD HIGHLIGHT 
PUEL SWITCHING TO PROVIDE A MAJOR ALTERNATIVE TO OIL. 

THE INTERNATIONAL ENERGY AGENCY (lEA) IS CURRENTLY ES- 
TABLISHING A POLITICAL AND TECHNICAL PRAMEWORK POR THE 
CREATION OP A MORE STABLE GLOBAL ENERGY SUPPLY AND 
DEMAND BALANCE AND THE REDUCTION OP DEPENDENCE ON IMPOR- 
TED OIL. WE ARE WORKING TOWARD A MINISTERIAL LEVEL MEET- 
ING THIS FALL AT WHICH THE MEMBER GOVERNMENTS WILL (I) 

PIX A GROUP OBJECTIVE POR THE REDUCTION OP DEPENDENCE ON 
IMPORTED OIL, AND (2) TAKE POLITICAL COMMITMENTS TO THE 
NATIONAL POLICY MEASURES NECESSARY TO ACHIEVE THIS OBJEC- 
TIVE, INCLUDING COOPERATIVE PROGRAMS IN R & D, COAL 
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UTILIZATION, ETC. THE NEW U.S. PLAN WILL CONSTITUTE THE 
U.S. CONTRIBUTION TO THIS PROGRAM. WE WILL BE WORKING 
OVER THE COMING MONTHS TO ENSURE THAT THE EUROPEANS AND 
JAPANESE MAKE A COMPARABLE CONTRIBUTION THROUGH POLICY 
MEASURES TO LIMIT ANY INCREASE IN THEIR IMPORT DEPENDENCE. 
FRANCE WILL BE INCLUDED IN THE BROADER FRAMEWORK OF THIS 
REDUCED DEPENDENCE EFFORT, BILATERALLY AND THROUGH THE 
EC. 

NUCLEAR ENERGY: 

IN MOST SUMMIT PARTICIPANT COUNTRIES, NUCLEAR POWER 
PLAYS A KEY ROLE IN FUTURE ENERGY STRATEGY. THIS IS 
PARTICULARLY TRUE FOR THE ERG, JAPAN AND ITALY, WHICH 
SEE THEMSELVES AS ENERGY RESOURCE POOR AND REQUIRING A 
VIALBE ECONOMIC ALTERNATIVE TO INCREASED OIL IMPORTS. 

BECAUSE OF THE OVERRIDING IMPORTANCE OF NON-PROLIFERATION 
CONCERNS AND IN VIEW OF YOUR RECENT STATEMENTS ON NUCLEAR 
POLICY, THE SUMMIT IS AN OPPORTUNE TIME TO OBTAIN SUPPORT 
FOR OUR COMPREHENSIVE APPROACH TO NUCLEAR QUESTIONS. THIS 
COOPERATIVE FRAMEWORK WOULD DRAW TOGETHER THE ELEMENTS OF 
OUR NON-PROLIFERATION CONCERNS AND EFFORTS TO PROMOTE 
ECONOMIC, BUT CAREFULLY SAFEGUARDED, USE OF NUCLEAR ENER- 
GY. IN PARTICULAR, WE WANT SUPPORT FOR THE INTERNATIONAL 
FUEL CYCLE EVALUATION PROGRAM. (SEE SEPARATE PAPER ON 
NUCLEAR ISSUES FOR THE SUMMIT.) 
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COOPERATION IN ENERGY R & D: NEW ENERGY TECHNOLOGIES CAN 
REDUCE THE NEED FOR OIL IMPORTS IN THE MEDIUM TERM (1985- 
2000) AND ACCELERATE THE SHIFT TO RENEWABLE ENERGY RE- 
SOURCES IN THE LONGER TERM. ALL SUMMIT PARTICIPANTS HAVE 
ENERGY R & D PROGRAMS, BUT THE U.S. EFFORT IS SIGNIFICANT 
LY LARGER THAN THE REST COMBINED. WE ALREADY HAVE A NUM- 
BER OF JOINT R & D PROJECTS IN OPERATION IN THE lEA 
(E G., COAL-BURNING, SOLAR POWER, NUCLEAR SAFETY, ETC ). 

SUCH R & D COOPERATION HAS BOTH POLITICAL AND SUBSTANTIVE 
BENEFITS. 

THERE IS AN OPPORTUNITY FOR A MAJOR EXPANSION OF OUR R & 

D COOPERATION WITH OTHER INDUSTRIALZED COUNTRIES - 
AND IN SOME CASES - WITH MAJOR OPEC AND NON-OIL EXPORT 
ING ING DEVELOPING COUNTRIES. THE U.S. IS PREPARED TO 
CONSIDER POSSIBILITIES FOR "CROSS INVESTMENT" IN KEY R & 

D PROJECTS. USING THE OPERATIONAL FRAMEWORK OF THE lEA, 

WE WOULD PARTICIPATE IN R & D PROJECTS IN OTHER COUNTRIES 
AND IN RETURN OPEN SOME OF OUR MAJOR PROJECTS TO PARTICI- 
PATION BY THEM. (FRANCE COULD PARTICIPATE DIRECTLY IN 
lEA-CENTERED PRO:JECTS OR INDIRECTLY THROUGH THE EC.) THIS 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


CROSS INVESTMENT CONCEPT COULD EXTEND BEYOND THE R & D 
STATE INTO THE DEMONSTRATION AND COMMERCIALIZATION PHASES 
EOR NEW TECHNOLOGIES. 

THE EOLLOWING ARE THOSE AREAS IN WHICH WE NOW SEE OPPOR- 
TUNITIES EOR A USEEUL EXPANSION OP R & D COOPERATION AND 
ON WHICH WE ARE NOW PREPARED TO BEGIN INTENSIVE DISCUS- 
SIONS TO PORMULATE SPECIPIC JOINT PROJECTS. 

1) COAL - IMPROVED COMBUSTION TECHNIQUES AND TECH- 
NOLOGIES EOR CONVERSION TO GAS AND LIQUID FUELS; 

2) CONSERVATION - TRANSPORTATION, INDUSTRIAL PROCESS 
HEAT, BUILDING STANDARDS, ETC.; 

3) NUCLEAR - WASTE MANAGEMENT AND OTHER R & D PRO- 
GRAMS WHICH EMERGE FROM THE INTERNATIONAL FUEL CYCLE 
CONFIDENTIAL 
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EVALUATION PROGRAM. 

END TEXT 
TURNER 
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